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AMENDING THE CIVIL SERVICE ACT TO PROVIDE FOR 
THE DISPOSITION OF CERTAIN CONTRIBUTIONS 


THURSDAY, JUNE 2, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 9:30 a.m., in room 215, 
House Office Building, Hon. James C. Davis (chairman of the sub- 
committee) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

This subcommittee was appointed to consider 5. 2857, an act to 
amend the Civil Service Retirement Act so as to provide for refunds 
of contributions in the case of annuitants whose length of service ex- 
ceeds the amount necessary to provide the maximum annuity allow- 
able under such act. Representatives Oliver, Gilbert, Corbett, and 
Johansen are members of the subcommittee, and I was designated 
chairman. 

The bill, S. 2857, will be placed in the record at this point. 

(S. 2857 follows:) 

[S. 2857, 86th Cong., 2d sess.] 
AN ACT To amend the Civil Service Retirement Act so as to provide for refunds of contributions in the 


case of annuitants whose length of service exceeds the amount necessary to provide the maximum annuity 
allowable under such Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That Section 11 of the Civil Service Retirement 
Act, as amended, is amended by adding at the end thereof a new subsection as 
follows: 

“(h) There shall be refunded to an employee or Member retiring under this 
Act, or to the survivor of a deceased employee or Member, any amounts deducted 
and withheld from the basic salary of such employee or Member from the first 
day of the first month which begins after he shall have performed sufficient 
service (exclusive of any service which the employee or Member elects to eliminate 
for purposes of annuity computation under section 9) to entitle him to the maxi- 
mum annuity provided by section 9, together with interest on such amounts at 
the rate of 3 per centum per annum compounded annually from the date of such 
deductions to the date of retirement or death.” 

Sec. 2. The amendment made by this Act shall be effeetive only with respect 
to employees or Members separated from the service after the date of enactment 
of this Act. 

Sec, 3. Notwithstanding any other provision of law, refunds authorized by the 
amendment made by this Act shall be paid from the civil service retirement and 
disability fund. 

Passed the Senate May 5, 1960, 

Attest: 

M, Jounsron, Secretary. 

Mr. Davis. S. 2857 amends the Civil Service Retirement Act so as 
to provide for refund of contributions made by any covered individual 
to the retirement fund in excess of the amount of contributions which 
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qualify such individual for maximum retirement benefits payable 
under the act. 

Annuities authorized by the Civil Service Retirement Act may 
not exceed an amount equal to 80 percent of the highest 5-year average 
salary, in the case of a Federal employee, or the final salary in the 
case of a Member of Congress. Federal employees attain this 
maximum annuity entitlement after approximately 42 years of 
service, and Members of Congress attain such maximum after approxi- 
mately 32 years of service. Combinations of employee and Member 
service by an individual could result in attaining the maximum at 
any point between 32 and 42 years of service. 

Contributions to the retirement fund which are deducted from the 
salary of an employee or a Member after such employee or Member 
has earned the maximum annuity entitlement purchase no additional 
annuity benefits. S. 2857 authorizes refund of all such contributions 
made after the month in which an employee or Member has completed 
sufficient service to entitle him to the maximum benefits payable 
under the act—that is, 80 percent of the high 5-year average salary 
in the case of an employee and 80 percent of the final salary in the 
case of a Member. The authorization for refund is prospective only 
and refund would be payable only upon separation of the employee or 
Member, as the case may be, either upon retirement or death. 

The Chairman of the U.S. Civil Service Commission recommended 
adverse action on this legislation in a letter to the chairman of the 
House Post Office and Civil Service Committee dated June 1, 1960. 
Without objection, the letter will be placed in the record at this point. 

(The letter referred to follows:) 


U.S. Crvin SeERvicE Commission, 
Washington, D.C., June 1, 1960. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: This refers to your letter of May 27, 1960, requesting 
Commission report on 8. 2857, a bill to amend the Civil Service Retirement Act 
so as to provide for refunds of contributions in the case of annuitants whose 
length of service exceeds the amount necessary to provide the maximum annuity 
allowable under such act. 

This bill proposes to amend section 11 of the Retirement Act to allow a refund 
of retirement deductions withheld after the month in which an employee or 
Member accrues sufficient creditable service to entitle him to the maximum benefit 
payable under the act. It also proposes to pay 3 percent interest (compounded 
annually) on any such refund computed from the date of deductions to the date of 
retirement or death. The proposal is prospective only. 

The Retirement Act currently limits annuity payable to retirees at 80 percent 
of high 5-year average salary, except retiring Members who are limited to 80 per- 
cent of final salary. Employees with high 5-year annual salary exceeding $5,000 
attain the 80-percent level with 41 years’ 11 months’ creditable service and 
congressional employees with 38 years’ 2 months’ service, if they have 15 years’ 
military and congressional service. Employees reach the 80-percent limitation 
with somewhat less service if annual salary is below $5,000. Members attain the 
80-percent limit with 32 years’ service if it is all Member and creditable military 
service and their final and average salary are the same. Section 6(c) law enforce- 
ment eligibles attain it with 40 years’ service. 

However, it does not follow that there is no further increase in annuity once 
this period of service is completed. In practically every case, additional service 
increases average salary, thereby raising the dollar amount of the 80-percent limi- 
tation. It is true that the annuity does not increase as much as in short-service 
cases. The latter gets the benefit of both additional service credit and higher 
average salary, but the fact remains that the second of these factors operates for 
the long-service employee. 
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The Retirement Act provides an annuity computation formula based upon 
years of service and average salary. Average salary is computed using the highest 
5 consecutive years of creditable service which today is normally the last 5 years’ 
service. Enactment of 8. 2857 would, therefore, require computation of the 
average salary in long-service cases either in whole or in part on service which 
provided the highest basic salary rates of a person’s career and for which the bill 
would authorize refund of retirement deductions. Continued employment after 
reaching the 80 percent annuity level is therefore advantageous. Promotions, 
pay raises, and periodic and longevity increases all raise the amount of annuity 
which will be drawn on retirement. 

In addition, the retiree is given full credit for all periods of “‘free’’ or nondeduc- 
tion services, that is, civilian service performed prior to August 1, 1920, and 
creditable military service whenever performed. Employees must make con- 
tributions to the fund for all periods of civilian service beginning on or after 
August 1, 1920, or the annuity is slightly reduced. Upon enactment of this pro- 
posal, a refund of the deductions taken during an employee’s most recent civilian 
service over the maximum would be made even though periods of free service are 
included and contributions were not made to the retirement fund for as many 
years as (or more than) he is given service credit. 

Further, deduction rates for all employees and Members have been gradually 
increased from the original 244 percent to the present 6% percent for employees 
and 74% percent for Members in order to pay for the increased benefits and coverage 
now provided. This proposal would refund deductions taken at the highest rates 
while still awarding current liberal benefits and coverage. This is obviously 
inequitable and discriminatory from the view of a short-service employee. Short- 
service employees get the same benefits and coverage but have to pay the full 
price for them. They receive smaller annuities because they have fewer years of 
service but may pay as much or more than the long-service employees who would 
have part of their deductions refunded. 

A recent retirement case, by no means unusual, points up the problem. After 
47 years and 6 months of service, the employee retired at age 66 with an average 
salary of $6,494. His retirement deductions total $6,213, which with interest as 
provided by the Retirement Act, give a lump-sum credit, or guaranteed return, 
of $8,991. His annuity is $405 per month, and if his wife survives him, she will 
receive $216 per month. The value of these annuities at retirement was $55,800 
of which his own deductions plus interest provide 16.1 percent. It would not 
appear that retirement deductions in this and similar cases have been excessive. 

Of additional interest here is the fact that this retiree had 8 years’ and 3 months’ 
nondeduction service prior to August 1, 1920. From that date to June 30, 1930, 
covering his first 18 years and 2 months of service, he paid only $569.70 in retire- 
ment deductions. The deductions which would have been refunded if 8S. 2857 had 
been enacted prior to his retirement, covering his last 5 years and 7 months of 
service, total $2,245 without interest and $2,426 with interest. The former 
amount represents over one-third of his total deductions without interest and 
nearly four times as much as he contributed in his first 18 years and 3 months of 
service. It is noted that in this case the 5-vear average salary would be computed 
entirely on service for which no deductions would be left in the fund if retired after 
enactment of 8. 2847. 

For the previously cited reasons, present employees with long service stand to 
gain the biggest bargains from the retirement system. The young employee, 
faced with 6'%-percent deductions throughout his entire period of service will pay 
for a much greater portion of his benefits than the employee who is now eligible to 
retire. We cannot see any inequity in the continuance of deductions after the 
point in service where the 80-percent maximum is reached. 

Under current law, the long-service employee can ‘‘beat”’ the 80 percent limita- 
tion. He can retire, become reemployed on a full-time basis for at least 1 year, 
and receive supplemental annuity on later separation which is computed on his 
full-time service as a reemployed annuitant, independently of the 80-percent 
limitation. 

The interest provision in S. 2857 is completely unrealistic. No interest is 
payable on refunds made under the provisions of the Retirement Act of 1956 
(Publie Law 85-854) bevond December 31, 1956, if the employee or Member has 
over 5 years’ civilian service. The justification for this provision is that the 
employee who completes 5 years’ civilian service acquires a vested right to a 
future annuity, which annuity was materially liberalized by the 1956 act. The 
nonaccrual of interest after December 31, 1956, represents a small premium for 
this annuity protection and, when appropriate, survivor protection. As the 
employee or Member now pays such a small percentage of the value of future 
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annuity for coverage, there is no justification for further decreasing the payment 
unless the ultimate goal is to make the system completely noncontributory. 

Thus, this bill would create inequities, make unwarranted gifts, and to some 
degree injure the stability of the retirement fund. At present, it is in the em- 
ployee’ s interest to remain in the service beyond the time the 80-percent annuity 
is earned. As hereinbefore indicated, the long-service employee now enjoys a 
preferential position, and we see no reason for making it more so. 

For the foregoing reasons, the Commission recommends that adverse action be 
taken on this bill. 

Cost figures are not offered for this bill because we have no basis for computing 
them. The facts and circumstances of each case are so different that any attempt 
to arrive at a total would be futile. There would be an increased cost borne 
entirely by the Government, in every case consisting, as a minimum, of the 
amount of the refund interest; in the great majority of cases, such cost would 
consist of the total refund amount. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

By direction of the Commission: 

Sincerely yours, 
Rocrr W. Jones, Chairman, 

Mr. Davis. We will now receive the testimony of Mr. Andrew E, 
Ruddock, Director, Bureau of Retirement and Insurance, U.S. Civil 
Service Commission. 


STATEMENT OF ANDREW E. RUDDOCK, DIRECTOR, BUREAU OF 
RETIREMENT AND INSURANCE, U.S. CIVIL SERVICE COMMIS- 
SION 


Mr. Ruppock. Mr. Chairman and members of the subcommittee, 
I appreciate the opportunity to appear this morning and testify on 
behalf of the Commission. As the chairman has stated, the Civil 
Service Commission has sent to the committee a report recommending 
that adverse action be taken on this bill. 

To reach a conclusion that part of a man’s retirement contribution 
should be refunded to him at the time he retires, I think, requires a 
finding that the man has contributed too much for his annuity, or that 
his position is one of inequity when compared with the situation of 
other employees. 

The Commission does not believe that any individual is contributing 
too much for his annuity. The act itself guarantees that a man’s 
contributions will be returned to him either in the form of an annuity 
or in the form of a lump-sum payment, so any amount contributed to 
the retirement fund will come back to that individual. 

The chairman has asked that the letter from the Civil Service Com- 
mission be made a part of the record. With your permission, sir, I 
would like to read just part of that letter. 

Mr. Davis. Yes. 

Mr. Ruppock (reading): 

\ recent retirement case, by no means unusual, points up the problem. After 
17 vears and 6 months of service, the emplovee retired at age 66 with an average 
salary of $6,494. His retirement deductions total $6,213, which with interest as 
provided by the Retirement Act, give a lump-sum credit, or guaranteed return, 


of $8,991 Ilis annuity is $405 per month, and if his wife survives him, she will 
receive S° 216 per month The valne of these annuities at retirement was $55,800 
of which his own deductions plus interest provide 16.1 pereent. It would not 
appear that retirement deduetions in this and similar eases have been excessive. 

F additional interest here is the fact that this retiree had & vears and 3 months 
nondeduction service prior to Aueust 1. 1920. From that date to June 30, 1930, 


covering his first 18 vears and 2 months of service, he paid only $569.70 in retire- 
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ment deductions. The deductions which would have been refunded if 5S. 2857 
had been enacted prior to his retirement, covering his last 5 years and 7 months 
of service, total $2,245 without interest and $2,426 with interest. The former 
amount represents over one-third of his total deductions without interest and 
nearly four times as much as he contributed in his first 18 vears and 3 months of 
service. It is noted that in this case the 5-year average salary would be com- 
puted entirely on service for which no deductions would be left in the fund if 
retired after enactment of S. 2857. 

Under the Retirement Act, the amount of annuity payable at re- 
tirement is based on the highest average annual basic salary for a 
5-year period, In most cases the highest average salary comes at 
the end of the service, which means that the long-service employee 
will want to use the salary based on the final years of his service. 

The annuity is computed under whatever law is in effect on the 
date of retireme nt. Since our Retirement Act has been amended by 
every Congress since 1920, this means that in practically every case 
a retiring individual secures the advantage of some liberalization which 
was passed in the years immediately preceding his retirement. If 
S, 2857 is enacted and we refund contributions made after the person 
has sgh long enough to secure the maximum annuity, we will in 
many cases be returning contributions made during the years which 
we will use for the average salary, and in which we will find liberaliza- 
tions of the Retirement ‘Act to be applied in the particular case. 

The long-service employee has a better bargain, if I may use the 
word, under the Retirement Act than the employee with relatively 
short service. This comes about primarily because there were no 
retirement deductions prior to August 1, 1920. Then the retirement 
deduction rate was 2!5 percent until 1926, then 3's percent until 1942, 
5 percent until 1948, 6 percent until 1956, and it is currently 6.5 
percent for employees. 

A year of service prior to 19-—— 

Mr. Davis. What is it for Members now? 

Mr. Ruppock. It is 7.5 percent, sir. 

A year of service prior to 1920 for which no deductions were made 
contributes just as much in the annuity computation formula as a 
year of recent service during which the deductions were made at 6.5 
percent. The same is true to a lesser degree where the service was 
at the 244-percent rate, or the 3!4-percent rate, or the 5- or the 6-per- 
cent rate. 

In summary, the Commission does not believe there is any inequity 
on the part of the long-service employee, and recommends adverse 
action on this bill. 

Mr. Davis. Has there been any computation made as to what the 
cost of it would be in future vears? 

Mr. Ruppock. No, sir. Of the total number of people who retire, 
the percentage who have more service than the amount required to 
produce the maximum annuity is very, very small. We have really 
no way of predicting the number of people who would benefit by this 
bill, or the amount by which the individual would benefit in each case. 

Costwise, in terms of financing the entire retirement system, I 
think we would have to class the cost as negligible. 

Mr. Davis. Well, then, the objection on the part of the Commission 
is not based primarily on cost. 

Mr. Ruppock. No, sir. It is an objection in principle. 
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Mr. Davis. In your statement you mentioned the fact that 
Member or an employee under any circumstances will always receive 
as much as the amount that he has paid in. 

Mr. Ruppock. Yes, sir. 

Mr. Davis. I wish you would elaborate on that a little. 

Mr. Ruppock. All right. Let me say at the beginning, under the 
Retirement Act, for the person who retires or for the person who is 
separated for any reason after at least 5 years’ service, interest is 
allowed on his contributions at the rate of 4 percent compounded 
annually to the end of 1947, and at 3 percent from January 1, 1948, 
to December 31, 1956. Under the current law there is no interest 
payable for any period after December 31, 1956. The man’s actual 
contributions to the retirement fund, plus this interest, constitute his 
individual credit. If he leaves the service and is not eligible for 
immediate retirement, he has the privilege of taking a refund which 
consists of his individual credit. If he retires, his individual credit 
is reduced each year by the amount of annuity that is paid to him, 
If he dies before he has used up all the individual credit but leaves 
a survivor who is qualified for an annuity, the annuity paid to that 
survivor reduces that individual credit; but if all annuities terminate 
before all amounts paid out as annuities equal the individual credit, 
the balance is then pavable ina lump sum. It is payable to a desig- 
nated beneficiary if there is one. If none, to a surviving spouse. 
If none, to children. If we go that far and have not found a payee, 
it is paid to the executor or administrator of the estate; and if there 
is no administration of the estate, it is paid to the next of kin under 
the laws of the State of domicile. 

Under every case, the individual credit is returned either to the 
employee as a lump-sum refund, or to him and his survivors as an 
annuity, or as a combination of annuity and lump sum. There is no 
forfeiture of any amount of the individual credit to the retirement 
fund. 

Mr. Davis. Under that set of facts and the law, would the provi- 
sions of this bill, if enacted, result in a net loss to the retirement fund 
as compared to what you have just described to us? 

Mr. Ruppock. Yes, it would, sir. Let me see if I can illustrate, 
and I will use an oversimplified example. Let us assume at the time 
the man retires his individual credit 1s $10,000, and under the terms 
of this bill we immediately refund to him $3,000 of that. That would 
reduce his individual credit to $7,000. Let us assume his annuity is 
payable at the rate of $5,000 a vear, and that he receives that annuity 
for 5 vears. We have paid out of the retirement fund $25,000 in 
annuities. His individual credit of $7,000 has paid part of that. If 
we had not refunded the $3,000 under S. 2857, his individual credit 
would have been $10,000 and he would have paid, then, $10,000 
toward the $25,000 he had received in annuities. 

In any case in which the annuity paid out exceeds the individual 
credit, S. 2857 would result in an actual loss of the fund of the amount 
paid out as the refund at the time of retirement. 

Mr. Davis. Then if the annuity exceeds the individual credit, there 
would be a loss under this bill. 

Mr. Ruppock. That is right. 

Mr. Davis. If it does not exceed the individual credit, there would 
not be any loss. 
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Mr. Ruppock. No, sir. 

Mr. Davis. Any questions, gentlemen? 

Mr. JoHANSEN. The effect of this legislation, then, would be to 
give a windfall in terms of a cash refund in the amount paid into the 
fund in exeess of or after the maximum benefit had been attained. 
Is that correct? 

Mr. Ruppock. There might be some question on the term ‘‘wind- 
fall,’ but it is a payment for which there is no justification. 

Mr. JoHANSEN. Would there be a termination of payments into the 
retirement fund when the maximum had been reached, or would they 
just go on paying it and then, when they retired, get this refund? 

Mr. Ruppock. They would go on paying it, and it would be re- 
funded at the time of retirement. 

Mr. JoHansen. If there is logic to support the refund at the time 
of retirement, why would there not be logie to terminating the pay- 
ments into the fund when the maximum had been achieved? 

Mr. Ruppocx. There would be logic in principle. It would put 
quite a burden on the emploving agencies to make in each case a 
determination of the exact amount of creditable service each em- 
plovee has. You would have to set up some kind of a tickler system, 
and you would have to verify every bit of alleged service, and you 
would have to be sure it is creditable for retirement services. 

Mr. JoHanseN. Are not the long-service Federal employees getting 
a good thing financially so far as the retirement program is concerned? 

Mr. Ruppock. In my opinion, very definitely. 

Mr. JoHaNsen. And this would make that good thing just a little 
bit better, with a lump-sum payment—— 

Mr. Ruppock. That is right. 

Mr. JoHANSEN. At the time of retirement. 

Mr. Ruppock. In the case we cited, which was by no means an 
unusual case—we did not look for the worst example to illustrate the 
point—this individual had paid 16.1 percent of the cost of his annuity. 
For an employee currently entering service, where he starts at the 6.5 
deduction rate and assuming he has a normal salary progression over 
his vears of service, his contributions wlll pay approximately half of 
the cost of hisannuity. The retirement system is still a very good thing 
for current employees. 

Mr. JoHANsEN. But this is going to make it “extra special” good 
for the ones who as of now have qualified for the maximum. 

Mr. Ruppock. That is right. And they are the ones who have 
enjoved this period of rather dramatic liberalization of the Retirement 
Act formula, and have also enjoyed the benefit of the rather rapid 
increase in the average salary which is used as the base for retirement 
deductions. 

Mr. JoHANSEN. In other words, this is a liberalization of the 
liberalization. 

Mr. Ruppock. Yes. 

The original Retirement Act in 1920 provided a maximum annuity 
of $60 a month for the person who had 30 or more years of service. 
Now our only maximum is, for an employee, 80 percent of his high 5 
years’ average salary and, for a Member, 80 percent of his final 
salary. It is a far cry from the original $60 a month maximum. 

Mr. JoHansEN. Is there anything in private enterprise correspond- 
ing to what is proposed to be done here? 
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Mr. Ruppock. Not to my knowledge, although there are so many 
variations in retirement systems in private industry, there may very 
well be. Most private industry systems have the employee under 
Social Security as well as under the staff retirement plan of the 
ry r. As we know, the social security tax does not stop as long 

is the individual is working. 

Mr. Ourver. On page 3 of the Commission’s letter, which has just 
been placed before us, I note the statement is made ‘Under current 
law, the long-service employee can ‘beat’ the 80-percent limitation,” 
Does that mean if this amendment is adopted, this possibility will be 
changed in any way? 

Mr. Ruppock. The possibility will still exist. 

Mr. Ouiver. The amendment does not have any particular effect 
one way or the other? 

Mr. Ruppock. It does not. This bill, as | remember it, makes this 
refund optional with the employee, and if there were a situation where 
it was to his advantage not to take the refund, he would have the 
option of not taking it. This provision under which the employee 
may actually receive an annuity exceeding 80 percent of his salary 
is the instance where he retires, is awarded an annuity of 80 percent 
of average salary, and then is reemployed on a full-time basis for at 
least a year, and his annuity is increased by the supplemental annuity 
he has actually earned during the period of reemployment. 

Mr. JouANSEN. Has this bill passed the Senate? 

Mr. Ruppock. Yes, sir. 

Mr. Ourver. I notice in the next to the last paragraph, on page 3, 
the Commission does not call this a windfall as our colleague has 
designated it, but they call it an “unwarranted gift.” There is not 
much difference, is there? 

Mr. Ruppockx. No. Semantics. 

Mr. Otiver. This amendment applies to all Federal employees, 
including Members of Congress? 

Mr. Ruppock. Yes. 

Mr. Outver. Would you say as a general observation that it is 
more applicable to Members of Congress under present circumstances 
than it would be to regular employees of the Government? 

Mr. Ruppock. As a perceniage of each group to whom this bill 
would apply, it would be my opinion that it would apply more fre- 
quently to Members of Congress because the maximum annuity is 
reached after 32 years of service, whereas, for an employee, generally 
it tukes 41 years and 11 months of service to reach the maximum. 

Mr. Ouiver. You do not have too many employees in the Federal 
Government who continue their employment that long. 

Mr. Ruppock. The number is very small. 

Mr. On IVER. The impact upon the retirement trust fund you say 
would be 1 li aible’ 

Ruppock. Ne eligible, 
-Ouiver. But the trust fund at the moment is in sueh condition 
the Commission feels the boat should not be rocked? 

Mr. Ruppock. I do not think our objection to this bill is on the 
basis of its cost, or any danger to the soundness of the retirement fund, 

Mr. Ouiver. As understand it—and Tam not too familiar with it 
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Mr. Ruppock. Income is still larger than disbursement. 

Mr. Oriver. That could change. 

Mr. Ruppock. It will change, definitely, no question about it. 

Mr. Ottver. Without contributions which, theoretically at least, 
are supposed to come from appropriations. 

Mr. Ruppock. The law authorizes appropriations to the fund 
whenever they are needed to supplement employee deductions and 
ageney contributions. The full faith and credit of the United States 
is behind the promise of payments in this bill, so I think the question 
on the additional contribution by appropriation to the retirement 
fund isa question of when it is done rather than whether it will be done. 

Mr. Oriver. I take it it is the general position of the Commission 
that further liberalization on practically any basis is not the best 
thing to do, under the circumstances. 

Mr. Ruppock. I do not believe the Commission is in favor of any 
general liberalization. There are always opportunities to improve 
this, or any other retirement system. We do not generally look with 
favor on any bill which is not correcting a general inequity, but which 
is setting up, in a sense, a special benefit available only to a few of the 
total number under the retirement system. 

Mr. Oxrtver. Thank you. That is all I have. 

Mr. Davis. Do you recall just offhand how many vears the Federal 
Government has failed to make what is supposed to be the Govern- 
ment’s contribution to this retirement fund? 

Mr. Ruppock. I do not remember exactly the years. There was 
no Government appropriation to the fund prior to 1929. There were 
then contributions usually on the basis of normal costs plus interest, 
up to the early years of World War II. Since the beginning of World 
War II, there have been contributions made by appropriations from 
time to time. 

Mr. Davis. But not every year? 

Mr. Ruppock. Not every year, and there has been no Government 
appropriation for the last few vears, except that beginning July 1, 
1957, employing agencies have contributed from their appropriations 
to the retirement fund an amount which matches the employee deduc- 
tions, so there has been a sizable Government contribution through 
that process beginning July 1, 1957. 

Mr. Davis. That has been uninterrupted since July 1, 1957, and 
is still proceeding? 

Mr. Ruppock. That is right. It is required by the law. 

Mr. JOHANSEN. Fifty years from now, when there will have been 
the maximum contributions throughout the service of an employee, 
will this situation still arise—that you would have employees con- 
tributing after they had reached their maximum potential benefit, 
and in that event would the refund upon retirement be substantially 
greater than in the cases now existing because of the greater amount 
of contribution? 

Mr. Ruppock. The amount of contribution under S. 2857 which 
would be returned is all contributions made after a person has served 
the required number of vears to produce the maximum annuity. If 
we assume the same annual salary and assume the same Retirement 
Act provision requiring 6.5-percent deductions, then the amount 
refunded would be precisely the same 50 vears from now as it is now. 
The situation of the employee who has contributed for his entire 
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career at 6.5 percent would be different in that he would have paid 
for approximately half of his annuity, which is not the situation today, 

Mr. Jonansen. What I am trying to get at is whether there is, in 
terms of equity, a stronger argument for this with respect to the em- 
ployee 50 vears from now. 

Mr. Ruppock. Very definitely. If we reached the point where the 
employee had contributed 6.5 percent, or whatever happens to then 
be the current rate, during all his career and has served the number of 
years which will produce the maximum annuity, I think some justifi- 
cation could be found for either stopping his deductions, or refunding 
to him some part of his contributions. 

Mr. JoHANSEN. Could not the Congress then, in its wisdom, do 
something about the thing? 

Mr. Ruppock. Yes. In my opinion, when we reach a point where 
some refund of contribution is justified, it would be better to set it up 
on the basis of refunding to the man the contribution he had made 
during the first year of his service, which is not needed in the computa- 
tion of his annuity, rather than refunding the contribution made during 
his final year of service, which is probably at his highest salary rate, 
the rate he wants to use in computing the annuity, and also which 
brings him right up to the current date of retirement so far as liberali- 
zations to the Retirement Act are concerned. 

Mr. JoHansen. Would there be any difficulty in determining in 
the overall employee picture when the time had arrived that equity 
required, or strongly supported, such legislation? 

Mr. Ruppock. No, sir. That could be determined very easily by 
an inspection of the claims of people retiring at any given period to 
see what percentage of their annuity they have actually contributed, 

Mr. JoHAanseN. Did I understand you correctly that as of now a 
higher proportion of the Members stand to benefit from this than the 
other employees? 

Mr. Ruppock. As a percentage of their group. As a group, more 
employees would benefit from it than Members, but as a percentage 
of the group they represent, I think it would apply more frequently 
to Members. 

Mr. JoHANSEN. When you speak of your opposition being based on 
principle, does it involve possibly avoiding the appearance of evil? 

Mr. Ruppock. I personally, sir, had not thought of it in terms of 
any moral obligation. 

(Off the record.) 

Mr. Ruppock. I would like to say, the Commission, the adminis- 
tration, takes no position with respect to any provision amending the 
Retirement Act which applies only to Members of Congress or to em- 
ployees of the Congress, but where a bill is general and applies to em- 
ployees, then we feel we have to take a position one way or the other. 

Mr. JoHANSEN. Thank you. 

Mr. Jounson. Mr. Chairman, I have an important question I 
would like to ask the witness. 

I would like to assume two examples rather than the one the wit- 
ness has presented in the report. 

These two cases involve individuals who commenced work for the 
Government on the same day and who each reached the 80-percent 
maximum on January 1, 1958. They had identical salaries. They 
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were both eligible for retirement in January of 1958. The first indi- 
vidual retires, having reached the 80-percent maximum. He draws 
his annuity thenceforth. Three years later, January 1, 1961, the 
other individual retires. This second individual has contributed for 

; years longer to the retirement fund than the first individual. Has 
& not paid more for his annuity than the first individual? Has he 
not contributed for 3 years and received nothing, in comparison to 
the first individual? 

Mr. Ruppock. The answer is definitely ‘“‘ Yes,’’ assuming the sal- 
ary has remained (he same and assuming that in that 3-year period 
there has been no liberalization to the Retirement Act which operates 
to increase the annuity of this retired individual. 

Mr. Jounson. I could pin the example down more closely and make 
the first individual retire after the effective date of the 1958 Salary 
Increase Act, and we would have this identical circumstance requir- 
ing a salary increase this year. 

Mr. Ruppock. Or a liberalization to the Retirement Act. 

Mr. Jounson. Which is most unlikely at this point. I want to make 
that point. When we are getting down to equities, there is this addi- 
tional point of comparative equities. The first individual has rendered 
3 years’ less service, has contributed 3 years less from his salary, and 
vet will receive the same annuity in the future. I wanted to bring 
that point out. 

There is another question— 

Mr. Ouiver. Before you proc dial I would like to make the obser- 
vation, that was on his own choice, was it not? 

Mr. Jounson. In both cases, yes. 

Mr. JoHANSEN. The choice of not retiring. 

Mr. Davis. One benefit which he would have received would be the 
full amount of his salary for that 3-year period, plus some other bene- 
fits from an insurance standpoint. 

Mr. Jounson. I had considered that, but felt it is beside the point 
here beeause the salary and insurance are for the services rendered. 

The second question relates to a point Mr. Johansen touched on, 
and this is the matter of the possibility of spreading this contribution. 
The answer from Mr. Ruddock was, the Commission would fav or, if 
any refund is to be made, that it be based on the first years of service. 
I would like to ask the witness if he could state the attitude of the 
Commission on a compromise, if the committee in its wisdom so de- 
cided, to amend the Senate bill to provide for refunds, not based on 
the latest years of salary and contributions, but based on one of two 
alternatives. The first of such alternatives is to base the refund on 
the contributions throughout the entire period during which the em- 
ployee, or member, had contributed to the retirement fund divided 
by the total number of such years. The second alternative would be 
to base the refund on total contributions divided by total years of 
service. In the second case, the refund would be a lesser figure than 
in the first. 

~ Ruppocx. I would like to comment on that in this way. 

I do not believe either compromise overcomes the objection in prin- 
ciple. I think it is a matter of degree. If there is to be a refund of 
any part of the contribution, there would be less inequity involved if 
you used a formula which would produce a smaller refund. 
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I think in any event no refund should be considered unless the indi- 
vidual has contributions in the retirement fund covering all of the years 
of service which will be used in the computation of his annuity. 

Mr. Davis. Is there anything further you would like to add, Mr, 
Ruddock? 

Mr. Ruppock. I believe that is all. 

Mr. Davis. Any further questions? If not, the committee will now 
go into executive session. 

(Whereupon, at 10:20 a.m., Thursday, June 2, 1960, the subcom- 
mittee proceeded in executive session.) 
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